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TAGS: MASS, TW 

SUBJECT: STATUS OF FY 1974 MILITARY ASSISTANCE FUNDING 
REF: STATE 200320 

1. IN CONSIDERING REFTEL, WE HAVE ASSUMED: A) REFTEL 
FIGURES REPRESENT STATE/SEFENSE PROJECTION OF MAP (I.E., 
GRANT) FUNDING FOR FY 1974 AND NOT FMS CREDIT AVAIL- 
ABILITY; B ) U.S. FINANCIAL OBLIGATION TO ROC UNDER 
TERMS OF ENHANCE PLUS UNDERSTANDINGS (US$45.9 MILLION, 

OF WHICH -PER CO-PRODUCTION MOU— REMAINING $28.3 MILLION 
IS DUE IN FY 74) IS SUBSUMED UNDER F-5E LINE PARAS 3 AND 

5 REFTEL SINCE ENHANCE PLUS COSTS WERE TO BE BORNE 
INITIALLY BY MAP.SUBJECT TO REIMBURSEMENT FROM MASF 
ACCOUNTS; AND C) TRAINING IN AMOUNT OF $500,000 AND 
RESIDUAL SUPPLY OPERATIONS ($5.7 MILLION) FOR ROC ARE 
INCLUDED IN REFTEL TOTALS. 

2. IF USG IS FORCED TO RADICAL CUTBACKS IN FUNDING, 

THE MOST SEVERE IMPACT ON ROC WOULD BE IN F-5E CO- 
ASSEMBLY/CO-PRODUCTION PROGRAM. US SUPPORT FOR THIS 
PROGRAM IS NOT ONLY SET FORTH IN OUR MOU BUT ALSO IN OUR 
AIDE MEMOIRE OF NOVEMBER 8, 1972. THE LATTER DOCUMENT, 
WHILE CONTAINING A CAVEAT ABOUT AVAILABILITY OF FUNDS, 
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SIDERED BY HIM TO BE AN AUTHORITATIVE CONTRACTUAL OBLI- 
GATION. IF THE US WERE TO "CANCEL’' ITS PORTION OF THE 
F-5E PROGRAM, IT WOLD PRODUCE SHOCK AND CONSTERNATION 
IN THE ROC, COMPOUNDING FEELINGS OF ANXIETY CAUSED BY 
THE DRAWDOWN OF US FORCES ON TAIWAN. IF THE US WERE 
TO "DEFER" ITS OBLIGATION UNTIL FUNDS SUBSEQUENTLY 
AVAILABLE, THE ROC WOULD PRESUMABLY FIND SOME WAY TO 
COMPENSATE FROM ITS OWN RESOURCES. YET SUCH COMPENSA- 
TION WOULD BE EXTREMELY DIFFICULT FOR VARIOUS REASONS INCLUDING 
ROC’S BUDGETARY CYCLE. THUS, 

COUNTRY TEAM STRONGLY URGES THAT PROPORTIONATE SHARE 
(I.E., $28.3 MILLION) OF $87 MILLION IN F-5E LINE (PARA 
5 REFTEL) BE ALLOCATED FY FY 74 TO ROC TO MEET THIS KEY 
U.S. COMMITMENT. 

3. TRAINING, AT $28 MILLION, DOWN ONLY SLIGHTLY FROM $33 
MILLION IN CONGRESSIONAL PRESENTATION SHOULD STILL PROVIDE 
ROC BULK OF FUNDS REQUIRED FOR SMALL ($500,000) MUCH-NEEDED 
TRAINING. 

4. A FIGURE OF $5.7 MILLION FOR SUPPLY OPERATIONS FOR ROC 
WAS INCLUDED IN FY 74 AUTHORIZATION REQUEST. WE ASSUME 

THE GLOBAL FIGURE PROJECTED ($69 MILLION) FOR THIS CENTRALLY- 
ADMINISTERED ACCOUNT WILL PROVIDE THE BULK OF ROC NEEDS 
RELATED TO PRIOR PROCUREMENT ACTIONS AND ISSUANCE OF MAP 
MATERIALS AND EXCESS ARTICLES UNDER MAP. 

5. IN SUMMARY, PROVIDING ABOVE COMMITMENTS ARE MAINTAINED 
INTACT, WE ANTICIPATE LITTLE IMPACT OF PROJECTED MAP DOWN- 
TURN ON ROC PROGRAMS. IF, HOWEVER, STRINGENCIES ON GRANT 
ASSISTANCE IMPEL CONGRESS TO MAKE DRASTIC CUTBACKS IN FMS 
CREDIT AVAILABILITY, SEVERAL ROC PGORGRAMS WILL SUFFER. 

MOST SERIOUS EVENTUALITY WOULD BE OUTRIGHT "CANCELLATION" 

(PER REFTEL) OF KEY PROGRAMS AS A RESULT OF TERMINATION 

OF US SUPPORT. WE BELIEVE WE SHOULD AVOID THIS COURSE 
AT ALL COST. 

MCCONAUGHY 
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